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Executive Summary

Since the oil production started, prices have continued to increase for most basic
commodities everywhere in Ghana. Ordinary people on the streets are especially affected
by these price increments. There is growing frustration within society that the growth in the
economy since oil discovery and subsequent production has not translated into fulfilling the
expectations of many people. This study aims to extend the focus of research on the
influence of oil discovery on the Western Region to all the ten regions of Ghana. The study
gathers the populations’ perception on their living conditions, job situation and
infrastructure conditions.

Friedrich-Ebert-Stiftung in collaboration with You-net conducted this study by conducting a
guantitative survey across the ten regions of the nation using a total of 3000 questionnaires
which were administered to individuals from various economic and socio-cultural
backgrounds. This survey was conducted to get a clearer picture on the state of living
conditions in the country since oil production started. The results are based on perceptions
and experiences of the respondents gathered from the nationwide survey.

The document is divided into three main parts. Part one gives a background to the discovery
and subsequent development of oil in Ghana. The benefits and the negative manifestations
in oil producing countries discussed to show benefits of resource exploitation are not
uniform in the endowed nations. The Livelihood Framework is used as an approach in
depicting the expected scenarios oil exploitation in Ghana can have on the livelihood of the
average Ghanaian.

Part one also describes how data for the study was collected. The sustainable livelihood
framework was modified and operationalized to elicit the necessary information from
respondents. The study areas used in the survey was selected given a wide number of
considerations. The analysis of data was done using the Statistical Package for Social
Sciences (SPSS).

Part two discusses the results of the study. In summary, the study finds that the prices of
consumer goods and costs of living have increased drastically for areas with major economic
activities, e.g. Greater Accra Region, Western Region and Ashanti Region. Infrastructure has
also improved but respondents have a mixed feeling as to the equitability of its distribution.
Whiles majority of respondents in the Ashanti Region indicated that their roads got worse,
those in the Eastern Region, Western Region and Upper East say it remained unchanged.
The roads in other regions have been improved or greatly improved.

Secondly though almost all Ghana is now connected to the national grid and therefore most
respondents have electricity. Power cuts have however been persistent affecting domestic
and economic activities. Even with this spread of infrastructure, migration continues on a
large scale with two out of every five respondents having the desire to migrate to another
place within the country. Popular migrant destinations continue to be Accra, Takoradi and
Tema indicating a preference to move southwards within Ghana.

In health development, over 70 percent of respondents are found to contribute to NHIS.
Fifty percent have some form of pension scheme indicating a problem with old-age poverty
in the future in Ghana or higher financial pressure for families which are taking care of the
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elders.

The concluding part of the study focuses on findings related to Ghana’s oil discovery. More
than fifty percent of respondents from this nationwide survey indicated that policies on oil
and gas production did not influence their voting decision in the most recent election in
2012. They also believe that the incomes and revenues from the oil production are not
spent wisely by the government and here sixty eight percent of the respondents stated that
there is no equity in the sharing of the revenue. Qil has induced a price increase in almost
everything and above fifty percent of respondents expects further price increments in
future.
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Part One

Introduction and Background
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Chapter One
Oil production in Ghana

The production and export of oil in Ghana has a long-standing history and can be traced
back to the 1970ies when oil was first drilled along the Western Coast of Ghana. The
production reached substantial amounts and began to play a role in the structure of the
Ghanaian economy in 2007 when oil was discovered in commercial quantities. Oil was found
offshore along Cape Three Points in the Western Region by a consortium after years of
prospecting. The discovery which unitized two production wells in the Deep-water Tano
block and the West Cape Three Points block was named Jubilee Field in commemoration of
Ghana’s 50th anniversary as an independent nation. Other major discoveries have resulted
in current production in a second oil field, the Tano Enyire Ntomme (TEN) which began
production in 2014.

Jubilee Field started with a daily production of 80,000 barrels per day and has currently
reached a production level of 110,000 barrels per day which is almost at the expected peak
of 120.000 barrels per day. The table below summarizes total production and revenue
earned from oil production.

As the law prescribes, a percentage of oil revenue is made available for funding the annual
budget and is deposited into a Consolidated Account. Annual government spending since oil
production began has increased from The Ministry of Finance is in charge of utilizing this
revenue to support the national budget with parliamentary approval. According to the
Ministry oil revenues so far have been spent on four focal areas: “Expenditure and
Amortization of Loans for Oil and Gas Infrastructure; Road and Other Infrastructure;
Agricultural Modernization; and Capacity Building (including Oil and Gas)“ (Terkper
2013:10). This spending pattern has been rejected by some civil society organizations on the
grounds that the justification for spending of 80 percent of the revenues on road
infrastructure while neglecting the provision of basic service, such as health and education is
not right.

The nation also lacks a comprehensive development plan which sets the agenda for the
country to follow the selection of projects to be funded by the revenue from oil have not
been based on an established pattern. Political influence and preferential treatment for
certain projects are seen to determine the choice of the areas which have benefited from
the increased revenue spending.

Although the claim of traditional chiefs of the Western Region for guaranteed revenue
allocation of 10 percent to their region has been neglected in the legislative procedures, it is
noticeable that the Western Region has got exactly 10 percent of the revenues. However,
other regions got a significant higher stake of the oil revenues. So the question arises if the
local chiefs would have done better to avoid a clear claim (Amin 2011).

For the year 2013, the Minister of Finance expected an increase by about 40 million US
dollars to a total amount of 581 million US Dollars (Reuters 2013). It is worth noting that the
small oil field at Saltpond is producing oil since 1978 with current production levels of about
550 barrels per day (GNPC 2013).
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The production of oil in Ghana has also attracted high expectations especially among the
youth of the nation as a previous study of FES and You-net on “Youth and Oil & Gas
Governance in Ghana” revealed in 2011. These expectations are not baseless and
unfounded. Increased revenue from oil is believed to have fuelled the growth of many oil
producing countries in the world. Norway in over twenty years after oil discovery and
exploitation has experienced unprecedented growth and development. Mexico and
Malaysia have also fared well in oil related growth. Since 1970, oil has consistently
accounted for almost 90% of Nigeria’s export income. Growth in revenues since oil was
discovered is evidenced by the over USS$ 350 billion Nigeria cumulatively earned over the
period of 35 years. The worry is these huge growth figures in Nigeria’s revenues have
however not translated into reduced poverty for many people in the resource endowed
nation. The percentage of Nigerians living below the poverty has risen from 27 in 1980 to 66
in 1996 and to 70 in 2000.

The Nigerian economy has also experienced consistently instability in revenue earnings due
to its overdependence on oil. Other economic activities such as agriculture which were
engines of growth in the Nigerian economy prior to oil discovery have gradually
degenerated over the years and become almost non- existent. The most significant and
discussed aspect of oil development in Nigeria has been the resource fuelled conflicts of the
Niger Delta.

After almost fifty years of oil development in Nigeria, environmental destruction is chief
amongst the effects of oil exploitation in the Niger Delta Region. A total of 6,000 wells have
been sunk, roughly every ten square kilometres in the oil rich states of the Delta.
Abandoned oil fields with slow emissions continue to pollute the atmosphere. In addition,
oil has destroyed the subsistent farming an fishing activities especially of women in the
region (Turner & Brownhill, 2004). The resultant destruction of the livelihoods of the
communities in the Delta Region has fuelled massive violence and persistent conflicts
amongst the various ethnic groups. The region is recognised as one of the most volatile in
the oil producing regions of the world.

Yet the Niger Delta is where oil exploration and production activity is concentrated and it is
through this sector that Nigeria still earns over 90% of its export revenue. The region is said
to be poorer that what pertains as the national average. At the national level there are still
conflicts which centre on the sharing of oil revenues and the allocation of public goods
which communities of the delta insist should be provided to adequately compensate for the
damages the region continues to experience.

The major part of the Ghana’s oil sector activity is predicted to concentrate in six districts in
the Western Region. These districts are coastal and have communities which are dependent
on fishing as a main means of livelihood. Several forums have been carried to discuss the
likely impact of oil and gas discovery on communities in affected districts an in the
management of the wealth for the benefit of all Ghanaians. Friedrich-Ebert-Stiftung (FES) in
partnership with the Corporate Social Responsibility Movement (CSRM) held a National
Forum to discuss the Impact of Oil Exploration Activities on Fisheries in Ghana in March
2009. Amongst the major stakeholders were the Government, Companies involved in oil
extraction, Traditional Authorities, Fisher folks and Civil Society Organizations.

Some of the major socioeconomic effects expected from the impact of oil activities were
loss of livelihoods, especially fishing; flooding by migrants for jobs increasing the
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unemployment rate in the region; inflation an increasing prices of items such as
accommodation, food, leisure; increasing social vices such as commercial sex work, drug
abuse, crime and the health implications from pollution.

Other studies have also been carried out on the livelihoods of women in a fishing
community in Cape Three Points and conclude that there are challenges likely to be faced by
the women which include their inability to find jobs in the oil sector since they lack the
requisite skills (Boohene and Preprah, 2011). This phenomenon is noted to have occurred in
Nigeria. Olusegun (2009) discusses how oil activity caused incomes to rise and this resulted
in the commercialization of sex by women in the Niger Delta Region.

Another study discussing the implications of oil activity for regional and local development,
projects that a greater part of the Western region especially the capital Sekondi Takoradi is
likely to experience massive transformation with the oil activity (Owusu and Baffoe, 2011).

Visible signs of the occurring socio- economic changes have been recounted especially in
Sekondi Takoradi, the capital city of the Western Region. This area has been referred to as
“the oil city” of Ghana. It has experienced increasingly fast developments in the
infrastructure and service sectors to meet the demands of the oil sector. There is an
expected influx of foreign and domestic workers will most likely be accompanied by an
increase of living and housing costs. Many people have expressed their fears about this
resultant increase in rents and costs of land in the region. Land prices for instance are said
to have doubled in the capital of the Western Region Sekondi Takoradi where demand for it
is high. It has been suggested that this is related to the increased need for storage and
accommodation facility (Owusu, 2011: Yalley and Ofori Darko, 2012).

Oil production will become a decisive turning point for local communities all over Ghana and
not only those of the Western Region. The price changes in basic commodities are not
peculiar to the Western Region alone. Whereas the effects on the communities in the
Western Region have so far been discussed in academia, the media and by many civil society
groups, the implications for the middle and northern regions is veiled and appears to be
drowned in the euphoria of what oil will do for the Ghanaian economy.

The prices of basic needs such as electricity and water, services and fuel have been on the
rise all throughout the country and subsidies removed causing many to ponder on the
current benefits of the country’s increased growth in revenue and spending especially since
oil was first produced. There are several reported cases of expropriation of the revenues
being earned and the assertions of environmental pollution have caused feelings of
unsettlement on the benefits the resource is bringing in. Nevertheless Ghana is considered
an icon of hope with its efficient establishment of the necessary and relevant laws to guide
production and revenue management activities in the oil sector.

1.1 Purpose and objectives of the study

The overarching aim of the study was to investigate the current living conditions of
communities in Ghana since oil was discovered. In line with this the study sought to achieve
the following objectives:

1. The housing and job situation of people and how this has changed since 2009.

10
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2. Tendencies of internal migration movements and their impact on the communities
involved.

3. The changes in the prices of basic commodities within the last five years across the
whole country

4. To identify and reveal if there are areas of tension and discontent.

Based on the findings of the study, scenarios were created and recommendations made to
add to the growing literature on nation’s growth as an oil producing nation.

11
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Chapter Two
Theoretical Considerations

2.1 Natural resource development, economic growth and livelihood

There are essentially two schools of thought on resources exploitation in development
theory. The first sees exploitation of natural resource discovery as the key to development
because it causes massive changes which provides the impetus to economic growth. The
second is the not entirely opposite but believes that natural resource exploitation does not
always result in the positive economic growth and development of the resource regions but
rather results in a “curse”.

These divergent views are founded on the observation that there are natural resourced
economies which have progressed steadily in their economic growth such as Norway and
Botswana. Others with no resources at all have also undergone dynamic economic growth
all within the last half century. A third group of countries that despite their continuous
exploitation of natural resources have stagnant economies which did not grow at all and
there are periods of time in their history where they experienced negative growth.

This phenomenon where natural resource development leads to negative economic growth
has been termed the “natural resource curse”. The issue of oil exploitation and its
implication on the state institutions as well as economic performance and failures of some
oil producing states has often been linked to the resource curse theory (Auty 1993, Le Billon
2005, Collier 1998, Basedau 2005). This analysis though which has proven useful in analyzing
resource development at the macro level tends to have limitations as it focuses on certain
issues such as terms of trade of the resource in the long run which is also associated with
the price volatility of the resource, the ability of the resource to crowd out other economic
activities also linked to the Dutch Disease Syndrome, civil war and weak institutions
(Frankel, 2010).

The development discourse itself however changed its focus from the use of economic
indicators such as Gross Domestic Product and Gross National Product to other human
development indicators such as livelihood and sustainable livelihood after the Brundlandt
Commission Report in 1987 which acknowledged the concept of basic needs of the poor and
put sustainable development on the development agenda for many nations. Then in 1992
the release of the United Nations Human Development Report saw the growth of a concept
which gained grounds as a practical way of assessing development which is relevant and
more people centred. This was the livelihood and sustainable livelihood concepts. The use
of these two concepts has been strengthened with frequent use till date and is a part of
many key development plans. It is employed through various approaches and perspectives.

Aspects of resource exploitation at the micro level, such as the situation of individuals and
how they are affected by ramifications which may have been triggered by oil production,
needs to employ such a people-centered approach. This framework is why the study uses
the Livelihoods concept as the framework for investigating the research objectives.

The simplest way of understanding the term ‘livelihood’ has been provided by key thinkers
Chambers and Conway (1992) who defined it as a “means of gaining a living” (Chambers and
Conway 1992:5). This concept of livelihood perceives the world from the point of view of

12
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“individuals, households, and social groups who are trying to make a living in volatile
conditions and with limited assets” (Dugbazah 2012:105). Moreover it tries to relate the
impacts and significance of external shocks to the availability and access of certain assets to
the poor. Scoones (1998) has also defined the concept of livelihood as follows:

“A livelihood comprises the capabilities, assets, (including both material and social
resources) and activities required as a means of living. A livelihood is sustainable when it can
cope with, and recover from stresses and shocks, maintain or enhance its capabilities and
assets, while not undermining the natural resource base” (Scoones 1998 as quoted in
Dugbazah 2012:105)

Studies conducted using the livelihood concept often defines a scope within which the
phenomena can be examined. This also limits or provides boundaries for assessment. In
most studies the household is provided as the scope. The household’s activities therefore
constitute the total activities defining the ability of the household to secure a particular
livelihood. A household combines all people that share “the same hearth for cooking”
(Chambers and Conway 1992:6). This human group seeks to “mobilize resources and
opportunities” and to combine these into a livelihood strategy which is a mix of productive
and reproductive activities; income, labor and asset pooling” (Grown and Sebstad 1989 as
guoted in Rakodi 2002a:7).

Chambers and Conway again presented the “sustainable livelihoods” as a linking of the
three most important concepts defining the livelihood of an individual. These concepts are
capability, equity and sustainability” (Solesbury 2003:5).

2.1 The Livelihood Framework
In 1998 Carney introduced a framework of livelihood analysis — the Sustainable Livelihood
Approach (Figure 1) — which was applied in this study.
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Figure 1: Framework of Livelihood Analysis (Carney, 1998)
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The concept of SLA has been implemented and adopted as guiding principle and major
analytical tool for donor organizations. As a tool in development projects it has facilitated an
appropriate way to map the needs of the poor, to understand how to tackle challenges the
facing the poor and to enhance the distribution of goal-directed aid of international donor
organizations. It is also important to state that from the very beginning of livelihood
research in the early 1990ies different variants of the Sustainable Livelihoods Approach have
been introduced. Particular international organizations highlighted distinct aspects of the
approach and changed the focus and design according to their priorities. The DFID model,
which is used in this study, is a clear people-centered approach and focuses on the access to
assets. More than any other model, this approach to analyzing livelihoods includes
institutional and political issues. Other prominent ways of tackling livelihood challenges
have been employed by CARE, OXFAM and UNDP. These models however tend to neglect
the aspects that should be considered in this study which seeks to analyze the effects of oil
production on local livelihoods (Carney et al. 1999). The DFID model has also gained
experience in its use and applications over the years in different countries and
environments and as such is considered the ideal tool for this study.

The DFID model puts access to assets of any group of people (such as a house household) in
the middle of the analysis. These assets are subdivided into five core capitals (1) human
capital, (2) natural capital, (3) financial capital, (4) social capital and (5) physical capital
(Serrat 2008). The assets then combine with the capabilities of the group. Capabilities are
defined more as abilities such as knowledge and education which the individual or
household owns and which will in turn help to possess other assets.

The achievement or failure of having the right capabilities and owning the assets is
dependent on and often times influenced by the prevailing transforming structures and
institutions summarized as the vulnerability context. These transforming structures and
processes are the institutions, organizations, policies and legislation which determine access
to the five different types of capital, terms of exchange between the different types of
capital and the economic and other returns from the livelihood strategies.” (FAO, 2013b).
“To be a member of a community or society is to live within a set of social institutions”
(Knight, 1992). Institutions will always exist and they take various forms and vary from one
society to the other. Institutions present uncertainties which impinge on the livelihoods of
people living in rural and in effect livelihood change occurring in communities, endowed
with natural resource discovery such as oil could be a product of the existing institutions.
The gain of a secure livelihood is under constant threat given the levels of vulnerability
comprising what is referred to as “trends, shocks and seasonality”. Coping mechanisms
evolve over time to deal with the shocks trends and seasonality. A livelihood strategy which
can adapts these mechanisms is described as sustainable.

To suit the context of the present study, the SLA framework was further simplified and
modified. Assets and variables were cut to the lowest common denominator. The questions
asked in the questionnaire needed to be comparable. Natural capital for instance was seen
to vary in all parts of Ghana. There are regions which are well endowed with natural
resources such as the Western Region whereas there are others such as the Upper East
Region having none of this natural resource base. On the other hand, the other forms of
capital would be available everywhere. Thus, our adjusted SLA consists of four asset
components (1) human capital; (2) financial capital; (3) social capital and (4) physical capital
which were seen as more uniform amongst our total study population.
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Livelihood Assets
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Figure 2: Sustainable Livelihood Approach (SLA), Carney et al. 1998

2.1.1 Livelihood Assets, Vulnerability Context and PIP

Our livelihood assets are represented by the various forms of capitals shown in Figure 2. The
vulnerability context is presented by the discovery and subsequent production of oil. Thus
oil is seen to have a deterministic effect on each type of asset and has the ability to shape
the resultant livelihood approach the individual or household will adapt.

The first asset type Human Capital comprises the Labor market available, the level of
education and the health status or environment available (Serrat 2008). The quality and
guantity of human capital in a household directly affects the economic situation of the
human group. “Lack of human capital in the form of skills and education for instance is seen
to affect the ability to secure a livelihood more directly in urban labor markets than in rural
areas” (Rakodi 2002a:10).

As stated by Basedau (2005) the oil industry employs mainly high-skilled workers to operate
activities such as the running of the off-shore oil platforms and on-shore infrastructure, such
as pipelines and refineries. The local population however has nurtured exaggerated
expectations of employment opportunities. These hopes are likely to be dashed which, in
turn, could lead to tensions between communities and oil companies. There could be an
exception during the construction phase of the oil infrastructure when short-term
employment of the local workforce is undertaken (cf. Waskow and Welch 2005:122). The
reality to be faced then is in comparison to other industries, the oil industry is
predominantly capital intensive and employs very little labor.

Environmental and health issues related to the extraction of natural resources have been
also affecting human capital. A UNEP report published in 2009 points out that both
environmental pollution and conflicts caused by the production of raw materials raise the
health risks of local population (UNEP 2009). It is not only the raw material, in this case oil,
which can be considered as a source of danger, but in the influx of foreign workforce that
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“introduced various diseases among the indigenous communities” (UNCTAD 2007:151),
including HIV/AIDS spread by prostitution, alcohol and drug abuse (cf. Waskow and Welch
2005:122).

The ability to generate Financial Capital also dependent on wages or proceeds of work and
living costs in a household’s success in developing a livelihood strategy. In contrast to rural
areas where losses in earnings and income are often cushioned by subsistence form of life,
monetary income is essential to survival in urban economies. As such increasing costs of
living which is not matched by increasing incomes becomes a burden for most households
whose income generating opportunities are limited.

Oil production is often accompanied by the influx of high-skilled foreign workers who easily
cause increases the demand for certain goods and services. Unmet demand eventually also
causes prices to rise. Irrespective of the these increments, income sources often remain
unchanged limiting the ability of local populations with no links to the oil sector to pay for
goods that were previously affordable (ibid:122). This implies lower savings and less
financial capital accumulation.

Physical capital discussed in this study consists of two basic needs of a household shelter
and sufficient infrastructure. The costs of housing in oil producing countries often develop
analogous to the price increase of goods and other services. Infrastructural provisions are
also overstretched and become more expensive as the demand for it continuously goes up.
This pressure is transmitted to local land and house owners who begin to demand more
than they usually would charge irrespective of the consumer’s origin or income (Rud and
Aragon 2013).

The term Social Capital embraces all social and community networks as well as the
migration of people from one area to the other. It underscores the importance of social
interactions and structures amongst individuals and households. The impact of oil
production on the local social fabric can be incisive. It is believed that the influx of foreign
workers and has consequences on oil producing regions. Sometimes the social fabric within
communities could be shaken through “resentment among those who do not have jobs and
the few that do” (ibid:122). Further it is argued that “the men who get jobs on a drilling site
often abandon the traditional work and ways of life” (ibid:102) and this may become a
motive for tension within the local community. Apart from those security threats, the
increase of housing and living costs can trigger movements out of the community which
destroys existing social networks.

Vulnerability Context

The efforts of households to secure their livelihoods and assets are strongly influenced by
the context within which they desire them. More than any other part of the society, the
poor are at the mercy of external shocks, stresses and crises. Once hit by an external event,
they are often lack the means to recover. These shocks and unforeseen events of which they
have no control are summarized as the vulnerability context. Chamber and Conway (1992)
describe vulnerability in two ways: “the external” that is the stresses and shocks to which a
livelihood is subject; and “the internal” which is the ability or capacity to cope (Chambers
and Conway 1992:10). A variety of coping strategies or events often employed to deal with
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the shocks are summarized as follows: (1) stint; (2) hoard; (3) protect; (4) deplete; (5)
diversify; (6) claim; (7) move (ibid:11).

Pertinent examples of external stresses and shocks are changes in demographics, resource
discovery and supply; recurring seasonal changes and bad weather conditions like dry
periods and famine or drastic price increases in basic goods such as fuel which have an
effect on all other goods and services and conflicts or natural disasters (cf. Rakodi
2002a:14).

Policies, Institutions and Processes

Access to assets in every organized society is determined by the shape of structures and
systems that have been put in place. These structures are captured under one umbrella as
Policies, Institutions and Processes (PIP). They “influence how, where, when and by whom
assets are accessed, used, controlled and decided upon” (FAO 2008:13). Interactions of
organizations, institutions and individuals are decisively influenced by political processes
and this determines the context within which individuals and households construct and
adapt livelihood strategies” (DFID 1999:1). PIP to a large extent borders on participation,
power, authority, governance, laws, policies, public service delivery and social relations
which are in turn also controlled by other characteristics such as gender, caste, ethnicity,
age and so on” (ibid:1). Many people employ ways and strategies to develop their assets
into livelihood outcomes depending on the existing PIP. DFID has outlined some aspects
these strategies: “(1) poor people’s access to various assets (such as land or labour); (2) the
benefits poor people are able to derive from different types of capital (through markets); (3)
the environment for private sector investment; (4) the extent to which poor people are able
to engage in decision-making processes; and individual and civil society rights” (ibid: 1).

Policies

At the macro level, policies on issues such as resource distribution, labour, education and
health constitute some of the factors which act as a control on the assets possessed and the
ability of the poor to gain access to these assets. The links through participation in local
institutions and authorities is vital to ensure that the needs of the poor are heard at the
national level. Information travels from the bottom to the top through these channels. The
very existence of state institutions and public services on the ground is meaningless unless
they have sufficient capacities to perform the way they should.

Institutions

A simple definition provided by Lowe and Schilderman (2002) suggests that institutions can
be described as “the hardware which forms legitimate governance structures” (Schilderman
and Lowe 2002:8). The term ‘institutions’ comprises among others “political, legislative &
representative bodies; executive agencies and judicial bodies; traditional institutions; NGOs
civil society, membership organizations and community governance systems” (FAO
2008:12). Those institutions are responsible for legislation and its enforcement, information
about government policies and to interact with individuals and inform them on their rights
and entitlements.
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Processes

The processes defined in the study show the implementation procedures undertaken in the
enforcement of decisions made by state authorities who determine the shape of
institutions. Local livelihoods can be influenced when the formulation and implementation
of public policy is either more or less supportive of poor people’s livelihoods [or] changes in
institutions alter the incentive arrangements provided by organizations in their relationship
with poor people. Examples of such situations are the removal of subsidies within a
particular sector which employs majority of poor people in a region (DFID 1999:3).

When measuring the impacts of certain policies on livelihoods the following dimensions
have to be taken into account the “content, process of policy formulation and methods of
implementation” This in effect presents the comprehensive picture needed for the analysis
of the livelihood concept (Schilderman and Lowe 2002:11).

2.2 The Paradox of Oil-fueled Poverty — Country Examples

“It is difficult to walk far in Equatorial Guinea without tripping over a contradiction.

This small, oil-rich country on the west coast of Central Africa is afloat in oil money. A new
monument, glass high rise, or presidential mansion seems to appear each day, often right
next to rusted shacks or polluted streams. Sharply-dressed government officials drive flashy
Mercedes Benzes through the slums of Malabo, the country’s capital, trying to miss the
worst of the city’s potholes. A grandiose presidential palace in Malabo commandeers an
entire peninsula that juts out into the Atlantic Ocean. Within plain sight a few hundred yards
away, families cram into small, tin-roofed shacks, and endure an unjust daily game of
Russian roulette against the clouds of potentially malaria-infected mosquitos”(Kraus 2013).
Joseph Kraus, ONE’s US Policy Manager for Transparency and Accountability

Equatorial Guinea is just one example of many in Africa. The contrast between the “haves”
and “have not” in countries such as Angola and Nigeria is huge. Posh growing cities are
found next to the extremely poor rural areas where people live in shacks can hardly afford
to have three meals a day or give their children proper education and healthcare.

Paradoxically, the economic growth rates of oil rich African countries is often times very
good, but is criticized as one which is mainly based on the performance of the extractive
sector. Their heralded Gross Domestic Product (GDP) growth on paper is therefore a
window-dressing, which does not relate to the development on the ground.

Nigeria’s story is no different. Petroleum was discovered by Shell BP in 1956. By the 1960’s
oil production had commenced. Between 1970 and 1999, the petroleum industry generated
about 231 billion US dollars in rents. This figure when translated into income per member of
the population is 1,900 US Dollars for every man, woman and child. Yet still per capita
income during this period fell from 264 US dollars to 250 US dollars (Ross, 2003). From 1970
to 2000, Nigeria’s poverty rate (defined as the level of people living on less than a dollar a
day) rose from 36 percent to almost 70 percent. In population terms this implies an increase
from 19 million people to 90 million people (Sala-i-Martin & Subramanian, 2003).

Meanwhile the new oil revenue had effects on the Nigeria’s economy and government. Oil
annually produced over 90 percent of export income. In 2000, the figure was 99.6 percent
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of export income, making it one of the world’s most oil dependent countries. Government
spending rose from 8.4 percent of GDP to 22.6 percent of GDP from the early seventies to
mid-seventies. By 1978, it dropped back to 14.2 percent of GDP (World Bank, 2002). Total
average economic growth has not exceeded 1 percent in Nigeria despite what has been
earned from its oil exports.

Reuter’s correspondent Nicholas Shaxson travelled throughout Sub-Saharan Africa and
always wondered how poverty can exist in some oil-rich countries and create even more
severe problems such as high criminality, conflict and war, increased corruption and hunger.
So is oil a driver for poverty? Definitely!

Resource-dependent countries with weak agricultural or industrial sector are the ones
which often experience the “Resource Curse” (Auty 1993, Le Billon 2005, Collier 1998,
Basedau 2005). This phenomenon is then worsened by oil-fuelled corruption. Higher
royalties, taxes and other payments are tempting source of additional income for people in
power. The privilege of access to these funds is only given to the relatively small rent-
seeking elite.

All the different social developments in a specific country can lead to social unrest, conflict
and even war. Poverty and unemployment seriously can fuel tensions between the rich and
the poor in countries especially as the contrast between the classes continues to deepen.
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Chapter Three
Methodology

3.1 Design of the Study

As mentioned in the previous section, a sustainable livelihood approach was used as a
guideline for this study. However, we had to define certain topics and issues that seemed to
be most relevant for the study. Selection of variables was based on the relevance and
practicality. The questions posed were limited to the scope of the study and did not exceed
five pages, to ensure the fulltime attention of the respondent during the survey.
Questionnaires were distributed to the local population aiming a cross-cutting sample of
Ghanaians. Thus illiterates and poorly educated people had questions posed in more
simplified ways to avoid confusion and complexities.

The study was conducted from April 1st to May 1st 2013. In total, 3000 questionnaires were
printed and distributed in the 10 regions of Ghana.

Certain aspects of the SLA of practical relevance to the study were modified into variables
and then framed into questions. These aspects are also captured in the analytical
framework designed for the study. The various aspects of how the SLA approach was made
operation is depicted in Table 1.

Capital Variables Question
Human Capital Labor situation, Education and | Section 2: Job and Migration
Health (Jobs in the oil sector)
Section 3: Infrastructure

Financial Capital Wages and proceeds from work, | Section 1: Personal Living

Living costs Situation (Price developments,
Households income)

Social Capital in- and out migration Section 2: Job and Migration (in-
and out migration in the
community)

Physical Capital Housing situation Section 1: Personal living
situation (Housing situation)

PIP Opinion on political | Section 4: Political issues

situation/participation

Table 1: Operation Use of the SLA approach in the Design of the Study

3.2 The Questionnaire Survey

The goal of the questionnaire survey in this study was to obtain was statistical data on
opinions of selected issues relating to oil discovery and production in Ghana from the
greatest number of people possible. For the Friedrich-Ebert-Stiftung and You-Net, the most
important aspects of this was to know the changes in the daily lives of respondents since oil
production started in 2009. The study was based on the hypothesis that despite flowing oil
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revenues and earlier promises of the politicians, there is a tendency that living conditions
will worsen following the start of the oil production in 2010. As such questions were posed
referring at all times to the situation in 2009" and 2013. The respondents were asked to
compare the situation within this time frame and to indicate differences. Formulation of
guestions and the structure of the questionnaire were guided by the modified SLA model
introduced earlier.

In order to ensure a better understanding, the questionnaire was not divided on the basis of
the SLA dimensions but rather it was structured along thematic lines.” Under the first theme
‘personal living situation’ we asked for the costs of living (basic food, household
expenditures), housing situation (rent, payment mode), water and electricity supply,
financial situation (household’s income, social security contribution). This was followed by a
second theme ‘job and migration’. The study population was asked if they had ambitions to
join the oil industry or to move to the coastal area for job reasons. We also examined the in-
and out migration in the communities the respondent came from. A third section on
infrastructure (roads, communications, electricity/water, health facilities, educational
facilities and cultural institutions) and its development over the last three years were
identified. The fourth theme posed provocative statements about political issues and asked
for the respondent’s opinion on that. The answers to these questions were then combined
with personal data about each respondent in order to gain trends based on the existing
differences in education, age, employment, etc.

The questions were asked in a closed manner implying respondents would tick their choice
from the given answers. This made recording of data easier there by enabling field
coordinators to conduct more questionnaires on a daily basis. The questions were posed in
two ways. There were grammatical questions where the respondent had different options
to choose with the aim of rating the highest and least given responses during analysis. The
respondent also had the possibility to provide their opinions if they chose the option
“others”.

The second type of closed questions was grammatical statements to which the respondent
could give her/his opinion in a rank or ordered pattern: “strongly agree”, “agree”, “not
sure”, “disagree”, strongly disagree”. From this a derivation of trends of opinions on certain
issues from a large number of people was obtained. At the same time a picture more
complex than a simple trend of “yes” and “no”-answers was obtained.

The language of the questionnaire was also direct and lacked ambiguity. Simple vocabulary
was used in eliciting the necessary information from the respondents. Varying levels of
education was considered important. The chosen sample size of 3,000 covering the whole
country implied that all respondents would be literate. Field coordinators were trained to
translate the questions into local languages if necessary. They also assisted respondents in
filling the questionnaires by ticking their choices on their behalf.

'Before production
? Questionnaire can be found in the annex
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3.3 Distribution of the Questionnaire in areas selected for the Study

The questionnaires were administered to respondents in the ten administrative regions of
Ghana. The population distribution within the regions was used in apportioning the 3000
guestionnaires across the ten regions. It was observed that there are 3.6 million people in
the Ashanti Region while there are only 600,000 living in the Upper West Region. If the
guestionnaires are distributed equally, respondents from less populated regions would have
a greater advantage in total numbers causing distortions in the results of the study. A
distribution key for the questionnaires was created using the percentage of the population
within each region. As a result, the number of questionnaires administered varied from one
region to the other. Six hundred and six questionnaires were from the Ashanti Region, while
eighty-one were administered in the Upper West Region.

Respondents were above 18 years and were in formal and informal employment. Different
income groups were considered in the distribution. The study aimed at getting answers
which cut across the whole country. A rural and urban selection of the communities in the
country ensured full coverage not only of bigger cities but also smaller towns and villages.
The administrators of the study from FES and You-Net therefore identified within each of
the ten regions the regional capital, a major town to distribute the questionnaires to
adequately provide the urban and rural divide in communities across the country. For
example, in Greater Accra, 364 questionnaires each were completed in Mallam, Dodowa
and Accra Central. Table 2 summarizes the remaining study areas.

Region No. of | Village District capital Central city
questionnaires
Ashanti Region 606 Manso-Adubea Antoa Kumasi
Brong Ahafo 282 Bechem Techiman Sunyani
Central Region 233 Senya Breku Winneba Cape Coast
Eastern Region 288 Akosombo Nsawam Koforidua
Greater Accra 546 Mallam Dodowa Accra Metro
Northern Region 283 Tolon Savelugu Tamale
Upper East Region 125 Pusiga Navrongo Bolga
Upper West Region 81 Kumbiehi Nadowli Wa
Volta Region 235 Amedzofe Agotime Ho
Western Region 321 Axim Daboase Takoradi

Table 2: Regional distribution of questionnaires, YouNet/FES

The choice of regional capitals was automatic given that they are already labeled as so.
District capitals and major towns were however selected on the availability of contact
persons present in the field. These persons were mainly members or fellows of You-Net who
were readily available to participate in the collection of data. Field coordinators earned 1
GH¢ per completed and returned questionnaire and transport allowance if they had to
travel outside their area of habitation. To ensure the survey was conducted the same way in
each region, a briefing paper was designed for the data collectors prescribing how to
approach people and to ask questions. Also, explanations for possible ques